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Chapter 1 – Introduction 
 
1.1 Problem Area 
Throughout the 1990’s and early 2000’s, Madagascar’s mining industry went through an 
extensive liberalization. Prior to the liberalization, Madagascar’s economy had been largely 
closed off to foreign investments, and mining mostly took place on a small scale with heavy 
government involvement, leaving the country’s rich natural resources largely unexploited 
(Friends of the Earth, 2012; Sarrasin, 2009). The island state had historically been dealing 
with high poverty rates, and the idea put forward by the World Bank in their suggested 
structural adjustments, was that untapping these resources would lead to economic growth 
and, as an extension of this growth, alleviation of poverty (World Bank, 1994, 1998; Sarrasin, 
2009). Furthermore, a comprehensive regulatory framework was put in place, to ensure 
minimal environmental degradation. With two decades having passed since the reforms were 
first announced, an assessment of the liberalization is warranted. While seemingly successful 
in achieving some of the goals, the implementation of the liberalization initiatives has not 
been without its controversies. 
The liberalization of Madagascar was part of a larger process in which the World Bank 
worked to liberalize the mining industries of a number of sub-saharan African 
countries(World Bank 1992, 1998). Critics of the World Bank Group’s (WBG) efforts in 
reforming the mining industries of sub-saharan Africa, have pointed out that the reforms 
seldom had positive effects on poverty alleviation (Oxfam, 2003). Similar concerns have 
been raised in relation to the mining reforms in Madagascar (Friends of the Earth, 2012; 
Sarrasin, 2009). The critics argue that the objective was mainly to benefit foreign investors 
based in developed countries (ibid.), reproducing a system which distributes surplus value 
from the less developed periphery countries, to the developed core countries, closely 
reflective of the World-systems theory proposed by Immanuel Wallerstein (1974) in his work 
“The Modern World-System”.  
Madagascar has had a long history of political instability and unrest; issues that have 
continued throughout the 1990’s and early 2000’s, both pre- and post-implementation of the 
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liberalization reforms, thereby raising doubts about Madagascar’s ability to properly regulate 
and accommodate the fast-growing mining industry.  
Initially, the GDP growth following the liberalization, indicates that it had its intended 
effects. However, despite positive developments, statistics show that 75,3% of Madagascar’s 
citizens lived below the World Bank mandated poverty line in 2010, indicating an inability to 
translate the economic growth into lasting poverty alleviation (World Bank, 2010).  
Despite extensive efforts made by both the government and mining corporations, experts 
continue to raise concerns about the Madagascan government’s regulatory capacity and the 
mining industry’s environmental conduct.  
Initial critics of the reforms were concerned with the implications of enacting large-scale 
mining projects in an environment as diverse as Madagascar’s. Protests largely centered 
around the QIT Madagascar Minerals (QMM) mine in southeastern Madagascar (Friends of 
the Earth, 2012). QMM is a joint venture between the Madagascan government and QIT-Fer 
et Titane, a canadian subsidiary of mining giant Rio Tinto. The mine had been in 
development since the mid-1980’s, and a formal agreement was finally signed in 1998, 
around the same time as the ratification of the first Mining Code (World Bank, 1998; 
Sarrasin, 2009). 
QIT-Fer et Titane responded to these critiques by making a substantial effort in proving how 
they would compensate for any environmental damage their mine could result in. The mine 
was to be seen as a flagship project of sorts, for Madagascar and Africa as a whole, with the 
efforts of environmental compensation establishing a precedent for following mining projects 
(Wallace, 2009; World Bank, 1998). QMM consulted locals, environmental organizations 
and scholars, and presented a comprehensive plan for, among other things, how they would 
replant the area once the mine had been exhausted of Ilmenite (Bird, 2004). This however, 
did not deter environmental organizations in their critique, and several issues, such as 
irreparable deforestation and internal displacement of thousands of locals, have been brought 
up by critics in arguing that the QMM mine brought with it more damage than was initially 
let on (Friends of the Earth, 2012; Jayne Clifton, 2007). 
The World Bank Group (WBG) and the Madagascan government were not deaf to the 
aforementioned environmental concerns. The MECIE decree, enacted in 1999, requires for all 
prospective investors to carry out an Environmental Impact Assessment to be submitted for 
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review by the Office of National Mines and Strategic Industries as part of their application 
(Bird, 2004). In the reports detailing their recommendations to the madagascan government, 
however, the WBG acknowledged that the quality of Madagascar’s governance left a lot to be 
desired. The weak public sector, delimited by severe undermanning and underfunding, would 
need substantial and sustained reforms and reparations if it was to be properly equipped to 
regulate the booming mining industry (World Bank 1994, 1997, 1998; Sarassin, 2009). 
The economical chapter outlines Madagascar’s growing economic dependency on the core 
societies, and analyses how the liberalization has lead to a reproduction of the system 
conceptualised in Wallerstein’s World-systems theory. On the basis thereof, we will trial the 
development model suggested by the World Bank, which has lead to the liberalization of 
Madagascar's economy, and the underlying assumption that Foreign Direct Investment (FDI) 
and export growth would provide poverty alleviation. This will be done by inferring 
contemporary statistics on the subject matters, in order to examine the suggested route to 
poverty alleviation. Keeping in mind the stated intentions and promises that were made 
alongside the ratifications of the reforms, it becomes relevant to examine if on one hand, 
whether the mining industry had a real effect on the economy and poverty alleviation and on 
the other hand, if the promises made in relation to the environment and local people have 
been kept. Thereby, we arrive at our research question:      
How did the liberalization of the Madagascan mining industry affect the national 
economy and environment? 
 
1) How and why was the Madagascan mining industry liberalized? 
2) What trends in the Madagascan economy could be identified following the 
liberalization? 
3) How did the liberalization of the mining industry affect the environment? 
 
 
 
1.2 Literature Review  
Our project draws use of the work of the American sociologists Christopher Chase-Dunn and 
Peter Grimes The World-Systems Analysis (1995), which is based upon the world-systems 
approach, as conceptualised in the 1974 work of American sociologist Immanuel Wallerstein, 
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Modern World-System I: Capitalist Agriculture and the Origins of the European World-
Economy in the Sixteenth Century (1974).  
The project further draws upon the theory of Unequal Ecological Exchange, as proposed in 
the work of John Bellamy Foster and Hannah Holleman, The theory of unequal ecological 
exchange (2014). J.B. Foster is professor at the University of Oregon, known for his writings 
and research on Marxist economy and the global environmental crisis and Hannah Holleman 
is assistant professor of sociology at the University of Oregon. 
As part of our analysis, we will furthermore infer conclusions made by Bruno Sarrasin in his 
work Mining and Protection of the Environment in Madagascar (2009). Sarrasin is French-
Canadian professor of developmental studies who has done significant research on the area of 
mining liberalization in Madagascar. In the cited work, published pre-operationalization of 
the QMM mine, he argues that the liberalization of the mining industry took place in a 
context where neither the political nor environmental framework was ready for the significant 
change.  
Furthermore we utilize the article “Mining and Protection of the Environment in 
Madagascar” from the book “Mining in Africa, regulations and development” (Campbell, 
2009). “Mining in Africa, regulations and development”, is a result of a three-years research 
programme (2004-2007), entitled “Extractive industries and Sustainable Development in 
Africa: An Evolution of Policy reform and recommendations”. In Sarrasin’s publication, he 
furthermore seeks to describe a clearer understanding of how mining projects operates. 
Sarrasin explains how foreign direct mining investments creates essential changes both 
within national and regional economies, and also social and environmental conditions.  
Robert Chambers is a British development scholar. In his works (including ‘Rural 
Development: Putting the last first’, 1983, and ‘Whose reality counts? - Putting the last first’, 
1997) he advocates the practice of bringing the perspective of the poor to the center in 
developmental work. He takes a critical look at the way in which poverty is understood and 
implemented by ‘core countries’ in developmental work. His critique entails the practices of 
IMF and the World Bank.  
In a report titled Madagascar: The New Eldorado for Mining and Oil Companies (2012) 
published by the environmental organization Friends of the Earth in collaboration with the 
European Union, the implications of the growing extraction industry in Madagascar are 
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mapped out. Here, it is concluded that the madagascan government does not itself carry the 
necessary resources or capabilities to properly ensure that the growing extraction industry be 
regulated in order to ensure a limit on environmental damage as well as destabilization of 
locals. This conclusion is corroborated in Sarrasin, Mining and Protection of the Environment 
in Madagascar(2009), which conclude that proper regulation of the effects of large-scale 
mining would require “exemplary governance”, a standard the government of Madagascar so 
far has failed to live up to.  
In the Chapter “Preparing to Mine: The Rio Tinto Venture in Madagascar” Frederick Bird 
outlines the precautionary measures undertaken by Rio Tinto in order to assess the potential 
socio-economic damage done by mining the ‘Black Sand’ deposits in Madagascar. Bird 
points out the controversial nature of Rio Tinto as a company, whom have been accused of 
significant controversial business proceedings, from hiring security guards who would utilise 
violence in order to protect their business interests from indigenous people, to environmental 
damage through waste-dumps in local rivers, to internally displacing indigenous people. 
Regardless, Bird asserts in his assessments, that Rio Tinto has matured to the role and have 
undertaken severe responsibilities as a company. 
In the journal article Inverting the impacts: Mining, conservation and sustainability claims 
near the Rio Tinto/QMM ilmenite mine in Southeast Madagascar by Seagle (2012), the effort 
made by Rio Tinto is analysed from a different perspective. While their substantial efforts in 
minimizing the environmental impact of the mining process is recognized, Seagle asserts that 
these efforts are to be seen as a practice of legitimization, rather than as a practice of 
legitimate environmental concern. Instead, Rio Tinto’s mining in madagascar has been the 
result of a concentrated effort in reframing the narrative surrounding the mining industry.  
A series of reports released by the World Bank throughout the 1990’s and early 2000’s, in 
which the plans for the liberalization of Madagascar are detailed, are used in the analysis. 
Preceding this process is the report ‘Mining in Africa’, released by the World Bank in 1992, 
in which an overall plan for mining liberalization in sub-saharan African countries is 
presented. The report details how liberalizing the mining industries of these countries would 
lead to economic growth, and is used to illustrate the overall context of the Madagascan 
liberalization. 
The 1994 report ‘A Strategy for High Growth and Poverty Alleviation: an Economic Strategy 
Note’ illustrates the issues facing Madagascar; political, social and infrastructural, and 
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proposes a number of initiatives meant to solve these issues. It is detailed how the initiatives 
will take place within the framework of a broad-based sustained growth. In the report it is 
made clear that the end result of these reforms is meant to be long-lasting economic growth 
and poverty alleviation. As this is an overall plan for a reformation of Madagascar, the report 
does not focus on the mining industry, however it is mentioned as a possible target of future 
reforms. For this project the report illustrates not only the World Bank’s view on 
development and the plans for the liberalization, but also the prevalent concerns related the 
the capabilities of the public sector in the country.  
In the 1998 report ‘Project Appraisal Document on a Proposed Credit in the Amount of SDR 
3.8 Million (US$5.0 Million Equivalent) to the Republic of Madagascar for a Mining Sector 
Reform Project’, the plans for mining reform in Madagascar are presented. It is explained 
how policies will be enacted in order to attract foreign investors to the country, as well as 
how the sector will go through comprehensive structural adjustment to accommodate industry 
growth. Furthermore, it presents a legal framework aimed at providing further regulatory 
capacity for the minimization of environmental damage from mining. The QMM mine is 
mentioned throughout the report and it is here that its status as a flagship project is 
established.  
In order to examine Madagascar’s legal framework concerning environmental issues, we 
have used national governmental reports and constitutions, inter alia “The National Policy of 
the Environment” (Charte de l’Environnement, ARTS, 1990), and the “The National 
Environmental Action Plan (NEAP)”. “The National Policy of the environment”, has 
provided us with information about institutional and administrative structural processes. “The 
National Environmental Action Plan (NEAP)”, points out seven specific results to be attained 
by the mining companies, in order to obtain mining permission.  
In order to access the economic developments, we draw usage of a series of reports published 
by the United Nations conference for development and trade (UNCTAD), as well a database 
established by the conference. These reports and the database have provided our project with 
important quantitative data, pertaining to Madagascar’s economic development. 
1.2.1 Literature review conclusion  
In conclusion there seems to be a lack in literature pertaining to the relationship between the 
liberalization of the mining industry, and the subsequent economic trends and environmental 
damage. Furthermore, there is a gap in literature pertaining to the goals of the World Bank 
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Group, and whether or not the projected route to poverty alleviation has been successful in 
the case of Madagascar.  
 
1.3 Delimitation 
The project chiefly concerns itself with examining the stated goals of the liberalization of the 
Madagascan mining industry against the recorded effects of the liberalization. As such, the 
project will assess and discuss the economical and environmental outcome of the structural 
reforms, specifically examining how the reforms affected FDI, GDP and poverty levels. 
Furthermore assessing the environmental effects, given that these areas were the main focus 
reports published prior to the liberalization. In the examination of these two areas, we will 
infer different theoretical perspectives rooted in the World-systems approach, highlighting 
different consequences and considerations related to the mining ventures.   
With regards to the environmental damage posed by the mining ventures, the QMM Ilmenite 
mine functions as the primary unit of examination throughout our project.  The QMM 
Ilmenite mine is considered as the flagship project, and thereby sets the standard of conduct 
that other mining ventures are encouraged to follow (World Bank, 1998; Wallace, 2009). For 
the environmental section, this unit of analysis delimits the focus of our environmental 
research to the southeastern region of Madagascar, where the mine is situated. While it is 
only one area affected among many in Madagascar, the flagship status held by the QMM 
project makes it relevant to examine as a precedent of the mining industry’s effects on the 
environment.  
As the liberalization of the mining industry was intended to be a door opener for prospective 
foreign investors, it becomes relevant to examine how the mining industry in general has 
grown, and which effects this has had on the national economy; again in adherence with the 
stated goals of economic growth and poverty alleviation put forward by the World Bank.  
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Chapter 2 - Theoretical framework 
The project will infer the use of the World-systems Theory, in analysing and discussing 
Madagascar’s liberalization of the mining industries, and the goals thereof. More specifically, 
the project will take its point of departure in the World-system approach, in which he 
proposed a new unit of analysis, the World systems, arguing that commodities flow from 
poor ‘periphery’ societies to developed ‘core’ societies, and that a degree of unequal 
exchange exists, benefitting the latter.  
As such, we will analyse whether or not the liberalization of Madagascar’s mining industry 
reproduces a World systems where the core societies, and foreign direct investors, benefit 
unevenly by utilizing the natural resources available in Madagascar, hereunder the natural 
resources extracted by the mining industry.  
The “World-systems” as conceptualised by Immanuel Wallerstein, represents the cultural, 
political, social and economic relations between all individuals around the globe. Therefore, 
the World-systems approach infers, that we ought to understand the World-systems as greater 
than, for instance “international relations” or the “world market.” (Chase-Dunn, 1995). In 
other words, the World-systems theory is concerned with analysing socio-economic 
connections between powerful, core societies and poor, peripheral societies. In Wallerstein’s 
words, the “World-systems is a multicultural territorial division of labor in which the 
production and exchange of basic goods and raw materials is necessary for the everyday life 
of its inhabitants” (ibid.). This labour division, where there is labour-intensive production on 
one side and capital-intensive production on the other, leads us to the basic understanding of 
the difference between the core and the periphery, and offers us an explanatory angle for 
foreign direct investments in madagascar’s mining industry. 
In today’s world, “advanced” or “developed” societies represent the core and the “less 
developed” societies represent the periphery (ibid.). While there is also a third option, called 
“semiperiphery”, for states that are amidst transformation from being less developed 
(periphery) to advanced (core), and vise versa, this level is unimportant to our research, as 
contemporary Madagascar can hardly be considered anything but a periphery country. It is 
important to keep in mind that the World-systems is however consistently changing and 
developing, hence the need for a semiperiphery layer. Should Madagascar succeed in it’s 
economical transition, it would be placed within this layer. (ibid.) 
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Before the modern capitalist World-systems, the core societies would force the peripheral 
societies to give up part of their surplus in order to remain sovereign (ibid.), as they would 
otherwise face the consequences of the core’s significant hard power. Even though in today’s 
world, the power hierarchy remains somewhat indiscernible in the world market, Wallerstein 
describes capitalism mainly as a system, where core societies exploit and control the 
peripheral societies for their cheap labour, agricultural production and raw materials (ibid.). 
As  such, on the basis Wallerstein’s conceptualisation of the contemporary World systems, it 
is inferred that the liberalization would offer more exploitation of Madagascar, as opposed to 
the perspective and goals of the WBG. 
At the core of this perspective is unequal exchange, an important concept in Wallerstein’s 
World-systems approach. Unequal exchange entails the systematic surplus flow to the core 
societies, which leads to the accumulation of capital in the core societies as opposed to the 
periphery, where the production of the surplus value is produced. This unequal exchange is 
possible as the labour wages differ among the core and the periphery. Therefore, when a 
commodity is produced in the periphery, the price of production is cheaper in comparison to 
the core. Thus when core and periphery are exchanging on the global market, the core is 
technically appropriating the surplus value of the product (ibid.). 
Wallerstein believes that as long as we will allow for this kind of imperialism, the domination 
and exploitation will be reproduced, as states will always strive to benefit their own self-
interests (Ibid.). 
The project will thereby draw it’s usage of World-systems theory, in inferring an opposing 
perspective to the liberalization processes than offered by the World Bank. More specifically, 
we will infer the theory, in analysing to which extend the liberalization process has 
reproduced a World systems in which Madagascar’s natural resources and surplus value are 
distributed to the core.  
In extension of the World-systems Theory and the related concept of unequal exchange, 
utilised for analysing the economic outcome of the mining industry liberalization, we will be 
inferring the theory of Unequal Ecological Exchange in analysing how the environment has 
been impacted by the liberalization. The theory as conceived by John Bellamy Foster and 
Hannah Holleman is an outcome of three elements. Wallerstein’s World-systems theory, 
Marx's concept of unequal exchange and ‘emergy’ analysis conducted by ecologist Howard 
Odum. (Foster and Holleman, 2014) 
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The ‘emergy’ (embodied energy) analysis, is a positivist attempt at creating a unit of analysis 
for the measurement and research of unequal ecological exchange. Emergy analysis is 
derived from the first law of thermodynamics, which states that energy is the fundamental 
unit of any action, and even though we may redistribute it, we cannot create it nor destroy it, 
thereby - emergy exchange is a zero-sum game, and unequal exchange occurs. The concept of 
“emergy” is used by Odum, as a unit of analysis, in order measure “real wealth in energy” 
(ibid.). Odum specifically uses this concept in order to measure the energy of the unequal 
ecological exchange happening between the core and the periphery. Although this measure is 
largely incapable of explaining social scientific phenomena alone, it raises the issue of 
environmental exploitation, and attempts to establish a positivist unit of analysis. 
Odum is fundamentally against capitalism, he believes that the core owes to the periphery for 
all the environmental exploitation, and that it is up to the core countries to set up “sustainable 
development, environmental justice and social equality.” (ibid: 227).  
The theory takes into account the hypothesis put forward in the World-systems theory 
detailing the flow of commodities and surplus value from the periphery to the core societies. 
In relation to the Unequal Ecological Exchange theory, it is examined how this flow of 
products and surplus value affects the countries in which the surplus is being produced; the 
periphery societies. If the core society are the ones mainly reaping the benefits of this flow of 
commodities and surplus value, the Unequal Ecological Exchange theory specifically 
examines how the flow negatively impacts the periphery or ‘less developed’ countries and 
their environments.  
2.2 Clarification of concepts: 
 
Liberalization: The term “liberalization” refers to laws and roles being liberalized, and 
government restrictions being relaxed. Liberalization is only used when referring to 
government regulations or either social, political and economic areas (businessdictionary, 
2015). 
 
Tree Cover Loss and Tree Cover Gain: ‘Tree cover’ simply refers to areas of land that are 
covered by forest. Measuring tree cover loss and gain has the purpose to detect changes and 
disturbances of tree cover in a given area (Global Forest Watch, 2015). Tree cover loss, or 
 14 
deforestation, can be caused by both human activity including lumbering, destruction due to 
accidentally or purposely started forest fires, clearance of forest for other land usage (such as 
agricultural or commercial purpose) etc. and by natural circumstances including forest fires 
caused by meteorological conditions (ibid.). Tree cover gain is defined as the inverse, and can 
be caused by human efforts to plant or replant areas or simply by naturally caused spreading 
of vegetation (ibid.). 
 
Biodiversity: Biodiversity encompasses all variety of biological life forms on earth including 
all species of animals, plants and organisms. Biodiversity may also refer to the organizational 
arrangements of ecosystems (Swingland, 2001). Severe loss of biodiversity has been 
experienced as result of deforestation across the world, in some cases because of commercial 
interests and corporate activity. For instance, sites of mining activity requires large areas of 
forest to be cleared (Global Forest Watch, 2015). 
 
Mitigation Hierarchy and Biodiversity Offsetting: Mitigation Hierarchy is a set of 
measures that companies voluntarily can commit to, in order to remove or minimize loss of 
biodiversity, and leave as little impact on the biological sphere as possible. The framework 
consists of roughly four ‘steps’ to preserve biodiversity value, ensuring avoidance and 
minimization of unnecessary activity, and restoration or rehabilitation of the loss of 
ecosystems and biodiversity where activity has been deemed unavoidable (The Biodiversity 
Consultancy, 2015). These steps can be supplemented with offsetting to achieve No Net Loss. 
(ibid, BBOP, 2015). Net Positive Impact can be achieved by taking ‘additional conservation 
actions’ to improve the biodiversity of the area in quest (ibid., ibid.). This way of measuring 
negative impact from corporate activity has met a great deal of scepticism (Friends of the 
Earth, 2009, Brunner, 2015). 
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Chapter 3 – Methodology 
 
3.1 Introduction 
 
The following chapter provides a description of the different research methods employed in 
the project, discussing the choice and use of methods, literature, theory and the empirical data 
that guides our research, and furthermore includes a delimitation. 
 
3.2 Philosophy of social science 
 
Significant epistemological considerations have been undertaken prior to, and amidst 
conducting our research. Our research is influenced by wallerstein’s World-systems theory, 
which is arguably built upon a structural functionalist worldview attempting to analyse 
structures operating within the world as a whole. We do not inherently borrow the  
epistemological position from World-systems theory, rather, our epistemological position is 
that the nature of true knowledge is neither inherently external (as would the poverty line 
defined by the world bank suggest) nor inherently subjective. Rather, we contend that the true 
knowledge of social phenomena lies within an interdisciplinary approach, which utilises 
external observations in conjunction with internal considerations. For our analysis, we have 
therefore chosen to implement both qualitative as well as quantitative data.  
 
3.3 Abductive reasoning 
This project makes use of an abductive approach. This is to say that we have conducted an 
abductive study, by first establishing a qualitative assessment of the context under which the 
reforms were enacted, as well as the purported goals. Following this, we will examine 
quantitative factors related to these stated goals, and thereby analyse the results of the 
liberalization via quantitative data. The data used to answer the research question will thereby 
be based upon the information gathered within our qualitative research. Thereby, our project 
will utilize the abductive approach, as the research will move back and forth between theory 
and data (Kvist, J and Jensen, M. 2015 forthcoming). 
The project draws usage of the theory of Unequal Ecological Exchange, essentially an 
offshoot theory from World-systems Theory, that focuses specifically on how the 
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environment is affected in the unequal exchange between the core and the periphery. This 
theory put our environmental research into the greater context of World-systems theory and 
effectively tied it together with the economic chapter, unifying the economic and 
environmental analysis under one theoretical framework. Working within this framework 
enabled us to establish a process of increased environmental degradation following the 
liberalization on a national level, which then lead us to look closer at how this tendency could 
be measured in the context of mining operations. 
As of such, it is mostly our research process that has been abductive, as our use of data has 
informed our choice of theory and vice versa. The abductive process will be further 
elaborated upon in the following section.  
3.4 Research Process 
The abductive reasoning strategy is conducted via a mixed method analysis, looking at 
various perspectives present in the empirical material collected, and thereafter applied within 
the theoretical framework. The mixed-methods strategy used in our analysis, allows us to 
utilize both second-hand qualitative -and quantitative data (Bryman, 2012), which provides 
us with more accurate information of the possible explanatory factors behind the process of 
the liberalization of Madagascar and its effects on the mining industry. The analysis is based 
on both political and environmental paradigms, which furthermore gives us the opportunity to 
discover some of the coherent dynamics and phenomena behind the liberalization of the 
Madagascan mining industry, and its impact on both economical and environmental aspects. 
At the start of the research process, the intention was to conduct a case study on 
contemporary transnational corporations, with a focus on the mining giant Rio Tinto, in order 
to determine how their business tactics could be related to colonialism. Rio Tinto was chosen 
simply because of their long, much publicized, list of transgressions. We would examine the 
legacy of the British East India Company, having essentially been the first transnational 
corporation. Here, the idea was to examine Rio Tinto’s conduct in two or three countries, to 
create a nuanced understanding of their business tactics. Then, having identified a number of 
consistent features, these would be analysed in the context of postcolonial theory. However, 
we soon found that the amount and quality of data available was inconsistent from country to 
country, and that there was a general lack of information on their practices and business 
methods - barring the content published by Rio Tinto themselves. From here it was decided 
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that the project would benefit from a shift in focus - from Rio Tinto the corporation to a 
country in which Rio Tinto had conducted business. 
Using data already collected detailing Rio Tinto’s operation and the criticisms surrounding 
them in different countries, it was decided that Madagascar would be a suitable unit of 
analysis. Due to the previous research conducted, it was already clear that Rio Tinto’s 
presence in Madagascar had been a subject of much research and debate. Especially the 
report published by Friends of the Earth (2012), provided us with some focus points upon 
which we could conduct further research, namely environmental concerns and political 
instability or inefficiency.  
Further inquiry into Rio Tinto’s entry into Madagascar’s extraction industry by way of 
qualitative data, reading Rio Tinto’s own reports as well as research published by 
Sarrasin(2009), soon made it apparent that the World Bank Group had played a significant 
role in a liberalization process which had taken place during the 1990’s and early 2000’s. 
From here, it was relevant to examine firstly, under which premise the liberalization of the 
mining industry had been enacted and secondly, how the liberalization had affected the 
country. Two units of research were chosen; Madagascar’s economy and environment. The 
economy was chosen due to the purpose of the liberalization being the promotion of 
economic growth and poverty alleviation. The environment became our second unit of 
analysis as it featured frequently in our qualitative research as a point of concern by all actors 
involved in the liberalization process; the World Bank, Rio Tinto, the Madagascan 
government and environmental organizations. 
As such, the project was now a study into the liberalization of a developing country, and the 
effects thereof on the economy and the environment. For the economic chapter, Wallerstein’s 
World-System Theory was chosen, as it offered a distinct hypothesis to guide our research - 
that the liberalization would lead to further reallocation of commodities from Madagascar, as 
a periphery country, to the core countries. For the environmental chapter, we consulted our 
theoretical framework consisting of World-systems theory, and sought how the concept of 
unequal exchange could incorporate environmental costs.  
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Chapter 4  
How and why was the madagascan mining industry liberalized?  
4.1 Introduction 
In the following chapter, the World Bank’s strategies in relation to Madagascar throughout 
the 1990’s and early 2000’s will be explained and their implications in relation to the 
Madagascan mining sector reforms will be examined. First, the World Bank’s definition of 
poverty will be explained and scholarly critique of this definition from Chambers (1986, 
1997) will be inferred in order to contextualize this definition in relation to our critical 
approach to the WBG’s definition of development. Following this is a walk through of 
reports  from the early 1990’s to 2000’s, in order to illustrate the World Bank’s overall plans 
for sustained developmental structural adjustments and general developmental assistance in 
Madagascar. Having established the overall framework employed in development plans, the 
next section will explain the plans relating to the mining industry liberalization specifically, 
as well as examine the regulatory measures taken in relation to this process.  
The World Bank Group played an important role in the liberalization of the Madagascan 
economy that took place over the course of the 1990’s and early 2000s. The plans and 
strategies for the country, plans that would eventually result in significant reforms to the 
madagascan mining industry, were detailed in a string of reports, published by the World 
Bank (1992, 1994, 1997, 1998; Sarrasin, 2009). Here, the problem; namely Madagascar’s 
long-running issues with combatting poverty, was presented with a supposed solution; 
liberalizing the economy and untapping Madagascar’s rich natural resources (ibid.). The 
process suggested within the reports, was to happen within the framework of ‘sustained 
growth’, taking into consideration factors like inclusion of locals, environmental concerns 
and the development of human resources (World Bank, 1994, 1998).  
4.2 The World Bank and Poverty 
The World Bank was founded in 1944, with a main stated objective of reducing poverty 
worldwide, and has evolved over time from consisting of one single institution in 1944, to the 
present iteration where five ‘development institutions’ together make up the World Bank 
Group (WBG), of which the World Bank is a component (World Bank, 2015). The 
International Bank for Reconstruction and Development (IBRD) and The International 
Development Association (IDA) make up the World Bank. IBRD provides loans for middle
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and creditworthy low income countries, while IDA provides interest-free loans, also called 
credits, to the poorest periphery countries. Along with its loans, or credits, IDA provides its 
recipient countries with a number of so-called ‘development activities’, including 
institutional reforms, business climate improvements and primary education (ibid.). The 
remaining three institutions that make up the World Bank Group are the International Finance 
Corporation (IFC), the International Centre for Settlement and Investment Disputes (ICSID) 
and the Multilateral Investment Guarantee Agency (MIGA). The IFC provides the private 
sector in developing countries with a range of services, including financing investments and 
financial advice to both businesses and governments. MIGA’s main purpose is to promote 
direct foreign investments in developing countries and finally, ICSID provides international 
actors with facilities for arbitration and conciliation in the event of investment disputes 
(ibid.). 
The World Bank’s efforts in liberalizing the Madagascan mining industry through the 1990’s 
and early 2000’s was part of a larger concentrated effort, in which the World Bank worked to 
liberalize the extractive industries in several sub-saharan countries (Oxfam, 2003; World 
Bank, 1992). This process rested on the definition of development put forward by the World 
Bank. That is, ‘development’ constituted seizing the opportunity of foreign-led private 
investment in the extractive industries, which would result in economic growth, which then 
would result in poverty alleviation (World Bank, 1992, 1994; Sarrasin, 2009).  
The rationalization put forward by the World Bank largely remains the same for the 
liberalization of the extractive industries in these sub-saharan African countries, as in 
Madagascar. The specific main goal was economic growth and poverty alleviation, and the 
WBC included comprehensive plans for how minimal damage to environment and locals 
could be ensured (Oxfam, 2003). This signified that while the Madagascan government 
worked with the World Bank willingly in ratifying these reforms, it was very much the World 
Bank establishing the terms. 
As has been stated, the purpose of the World Bank is poverty alleviation. This is true for IDA 
and IBRD, but also for the investment-focused IFC, MIGA and ICSID. This is taken to mean 
that any assistance, loans or recommendations provided by the WBG is provided with this 
same goal in mind; to alleviate poverty. The same is of course true in the case of the 
liberalization of the Madagascan economy, where it was made clear that the so-called 
‘untapping’ of the plentiful natural resources was the only way to achieve poverty alleviation 
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(World Bank, 1994, 1998; Sarrasin, 2009). Barring the examination of how the liberalization 
in actuality affected the Madagascan economy, which will be carried out in the following 
chapter, this also raises the question of how the World Bank defines poverty. The World 
Bank and the IMF take an unambiguous and quantitative approach in their defining and 
measuring poverty. Here, poverty is measured in terms of income, with individuals having 
less than $1.25 USD available each day, falling below the international poverty line. 
(Ravallion, M et al, 2009) 
This seemingly simple way of defining poverty has been used by international assistance 
providers such as the WBG and the IMF as the basis upon which comprehensive and far-
reaching structural reforms have been enacted in the poorest countries of the world. 
Recognizing the significant weight this definition holds when the WBG and IMF detail and 
rationalize their plans for assistance, Chambers (1997) raised the question of the implications 
of determining a positivist ‘one size fits all’ definition for global and national poverty.  
“Poverty is then defined as low income, or often as low as consumption, which is 
more easily and reliably measured. Surveys are carried out and poverty lines 
constructed.” (ibid: 45). 
Chambers’ critique of this tendency concerns itself with the notion that human behaviour is 
unpredictable, and that the understanding of poverty as a concept is therefore unjustifiably 
reduced to mere numbers. He argues that this reduces and simplifies the understanding of 
poverty and robs the discussion of the nuances the subject could be given (ibid.). In 
explaining the contemporary perception of poverty, Chambers postulates that scientific 
approach and quantitative measurements has achieved a superior status in the overall 
academic sphere. As  such, researchers in every field of academics thrive to generate 
universally applicable results through quantifiable data and appliance of scientific methods as 
known from the ‘practical Newtonian universe’ onto the behaviour of human beings 
(Chambers, 1997: 39). Furthermore, he argues that this definition of poverty largely is one 
sided, that is to say that the narrative is dominated by those defining and assisting poverty 
and the poor, while the subjects themselves rarely, if ever, are heard from.  
Chamber’s critiques as summarized in this section chiefly serve as a reminder that as 
pervasive as the WBG’s definition of poverty is, and as much as this definition largely is 
treated as an uncontested factual base from which assistance and policy work is enacted, the 
definition is as political as any. 
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4.3 Sustained growth 
The early 1990’s were a time of transformation for Madagascar. In 1992, a new constitution 
was introduced by Lieutenant-Commander Didier Ratsiraka, following a popular vote in his 
favor (CRS, 2012). The constitution introduced an increased separation of powers, a number 
of referendums addressing human rights and free speech, as well as the creation of a 
multiparty political system (Freedom House, 2002). The introduction of the new constitution 
followed a period since the late 1980’s, in which the Madagascan government, lead by long-
reigning president Didier Ratsiraka, had showed a growing willingness to liberalise the 
economy, as proved by the implementation of a number of IMF-recommended reforms in 
1989 (CSR, 2012). The World Bank regarded this new constitution as a step forward, and in 
the following years a number of reports were released detailing the possibilities and 
recommendations for the newly reformed, but still struggling, island state (ibid.).  
The first major step towards liberalizing the madagascan economy following the new 
constitution, came in the form of a report released by the World Bank titled “Madagascar A 
Strategy for High Growth and Poverty Alleviation” (1994). The report was first released in 
June 1993, following the Madagascan government’s approval of the stated strategic measures 
within the report. The report recommended that Madagascar take on an approach of 
“sustained growth”. 
“‘Sustained growth’ is based on the hypothesis that given more daring and innovative 
economic policies, annual growth of about 6 percent could be achieved by the year 
2000, and 1971 living standards restored in about 10 years” (World Bank, p ii, 
1994).  
The sustained growth strategy put an emphasis on improving the conditions for national and 
foreign investments. Furthermore, in arguing for a sustained growth strategy, it is stated that:   
“Sustained growth is inseparable from measures to eliminate poverty and 
unemployment, control population growth, develop human resources, and protect the 
environment” (World Bank, p  ii, 1994).  
As such, the World Bank was emphasizing that liberalising the Madagascan economy would 
not come at the expense of the needs of the Madagascan people and the environment, but 
rather promote and integrate them into the suggested economic development. 
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In order to adhere to this stated approach, the Madagascan government was to implement a 
string of changes and improvements to key areas, and to this goal, four so-called “Constraints 
on development” were identified (World Bank, 1994). Firstly, the infrastructure was in dire 
need of upgrading, as the roads and telecommunication in their current state would not be 
able to accommodate the recommended economic development. Secondly, poor social 
conditions, among them poverty and inadequate education levels, were prohibiting the 
Malagasy from being able to sufficiently contribute to the economic growth. Thirdly, the 
quality of the government and the public sector was described as being insufficient in 
operating within a market-based economy. Finally, a shortage of foreign exchange and high 
foreign debt levels were said to be hindering economic activity. These were all constraints 
that needed to be eliminated, after which the Madagascan government was to take a number 
of steps in assuring a continued, or sustained, growth; among them the liberalization of the 
economy (ibid.).  
Liberalization, export-led growth, and opening up the markets to foreign investments, all of 
course within the framework of ‘sustained growth’ continued to dominate the narrative in a 
string of reports released by the World Bank. In a 1997 Country Assistance Strategy report, 
three years after the Poverty Alleviation report was released, the World Bank declared the 
“Fight Against Poverty” to be their main mission concerning their structural adjustment 
efforts (Oxfam, 2004). The CAS document detailed how assistance from the bank would 
support a “broad-based growth” - led by foreign investment, as well as strengthening the 
public sector in its ability to “create a business friendly climate”. This was in addition to, 
among other things, supporting natural resource management to reduce environmental 
degradation, improving basic health care and rural infrastructure, in accordance with the 
‘sustained growth’ strategy (World Bank 1994, 1997).  
Having laid the ground-work for a comprehensive reformation of Madagascar with all that 
entailed, it was time to get into the specifics on how broad-based growth would be promoted. 
Given Madagascar’s back catalogue of rich, and largely untapped, natural resources, it soon 
became clear that a reformation of the mining sector was the next step on the agenda. 
4.4 The mining sector 
A CAS released by the the World Bank and the IFC in 1998 presented a comprehensive plan 
for how the Madagascan government was to revamp their mining sector with assistance from 
the World Bank. The report came out around the same time as the founding agreement 
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between the government of Madagascar and QMM (Rio Tinto Madagascar, 2015) as well as 
the formalisation of the mining industry with the DCPE. The DCPE decree N0.98/394, was 
adopted through the Ministry of Mining and Energy and was reconfirmed later on, in June 
1999. The primary goal of the DCPE was to increase the industry’s contribution to the 
national economic growth, by liberalizing the mining industry and withdrawing the state from 
production operations (Rakotomalala, 2015). 
This was a plan that by the World Bank’s own admission was ambitious, considering the 
current state of the sector. Following this admission, the report goes on to state that “Foreign 
direct investment is essential to unlock the sector’s potential” (World Bank, 1998: 7). They 
went on to mention that two large-scale investments were underway and that these two 
projects were to be seen as pilot-projects, signifying a new era for the madagascan mining 
sector (ibid.). One of these large-scale projects was headed by QIT-Fer et Titane, a Canadian 
subsidiary of Rio Tinto, for which the report along with the DCPE signified a sort of go-
ahead to making a founding agreement with the madagascan government (World Bank, 1998; 
Rio Tinto, 2015; Sarassin, 2009).  
The plan would take into consideration (i) poverty reduction and human capital development, 
(ii) broad-based growth led by private, foreign investment and lastly, (iii) Strengthening of 
the Public Sector in its new role and improving the performance and institutional capacity of 
government to deliver key social, infrastructure and environmental services (World Bank, 
1998). These were all objectives that had been detailed in previous reports (World Bank 
1994, 1997). Here, it can be inferred that especially objective (iii) is instrumental in a 
successful reform of the mining sector, as the World Bank, as mentioned earlier, 
acknowledges that the state of governance in Madagascar needs drastic improvements (World 
Bank, 1994). Furthermore, the need for transparency from both government and mining 
companies is emphasized throughout the report (World Bank, 1998). 
This is both a question of accommodation and regulation, with the public sector on one hand 
needing to be able to provide a legitimate legal and infrastructural framework for the mining 
companies to operate within, while on the other hand holding the capacity necessary to 
properly regulate the mining companies in their operations. This issue became even more 
relevant when in 2002, with the Madagascan mining sector, experiencing growing interest 
from foreign investors, ratified a law specifically designed to make mining in Madagascar 
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attractive to investors in large-scale projects, the LGIM (Loi des Grands Invest Minier)  
(Rakotomalala, 2015).  
4.5 Tax benefits  
A new legislation on oil, came into force in 2002, in accordance with the LGIM law decree 
(L’Office des mines nationales et des industries stratégiques) and the “Office of National 
Mines and Strategic industries” supported by the World Bank. This new law was 
implemented in order to ensure that companies pay tax on each barrel produced. The taxation 
level is defined in accordance with the amount of extracted oil, with a direct tax required on 
each barrel. The World Bank’s strategy of taxation was later on adopted in Madagascar 
within the mining sector, providing mining companies with lower taxes. The 2% mining tax 
is one of the lowest in the world. While the general tax regime on profits in Madagascar is 
35%, the tax on profits from mining is 25%. Furthermore, the tax falls to 10% when the 
product is processed in Madagascar (Friends of the Earth, 2015) 
4.6 National and International Regulation 
Taking into consideration the stated weakness of the public sector, a number of regulatory 
measures were put into place prior to the ratification of the LGIM. The MECIE Decree 
established by Decree 99-954 dated December 15, 1999 and amended by Decree No 2004-
167 was enacted to define investor's obligations to carry out an Environmental Impact 
Assessment (EIA) (Rakotomalala, 2015). Furthermore, In 2000, the ministry in charge of the 
mines adapted a structure called Cadastre Minier de Madagascar (BCMM). The BCMM is 
responsible for the management of mining permits (ibid.). Within the same year, the 
Madagascan Government published the first inter-ministerial order under reference No. 
12032/2000, defining the provisions applicable to mining activities, securing the preservation 
of the environment (ibid.).  
In addition to national-level regulatory measures, Madagascar made a commitment to live up 
to the so-called Extractive Industries Transparency Initiative (EITI) Standard in 2008. EITI is 
an international organization with the stated goal of promoting transparency within the 
extractive industries, so as to improve the management of natural resources (EITI, 2015). 
Here, they call for governments, companies and civil society working together to reach this 
goal. To quote their own mission statement:  
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“Wealth from natural resources can lead to economic growth and social development 
in a country. Not disclosing information about this wealth can increase the risk of 
distrust, weak governance and conflict. Openness about how a country manages its 
natural resources is necessary to ensure that the resources benefit all citizens” - (EITI 
FACT SHEET p. 1, 2015) 
Each country must live up to seven requirements set by EITI so as to assure that the standard 
is followed. This disclosing of information in the context of EITI refers specifically to reports 
that must be released by applicant and compliant countries every 2.5 years. The seven 
requirements all relate to the content and release of these reports. Among the requirements is 
timely publication, multi-stakeholder oversight, public accessibility and, perhaps most 
important is the 4th requirement where specific conditions for the content of EITI reports is 
detailed: 
“4. The production of comprehensive EITI reports that include full government 
disclosure of extractive industry revenues, and disclosure of all material payments to 
government by oil, gas and mining companies.” (EITI FACT SHEET p. 2, 2015)  
There are two main categories for countries that have pledged commitment to the EITI 
standard; Candidate and Compliant. Candidate countries are in the process of implementing 
the requirements, but do not yet live up to them, while Compliant countries live up to the 
seven requirements (EITI FACT SHEET, 2015). Madagascar is a Candidate country, 
meaning that they have failed to live up to one or more of the seven requirements, and has 
held this status since their application in 2008 (EITI, 2015). Looking closer at their history as 
Candidate country, it can be inferred that this failure to reach Compliant status can be 
attributed to a mixture of consistent failure to comply with report deadlines and political 
instability; Madagascar was suspended from 2012 to 2014 as a direct result of this instability 
(ibid.). As for the failure to comply with deadlines, it is noted that this largely is due to this 
same political instability as well as economic troubles that are said to have hindered the 
process (ibid.). 
In addition to this, EITI has raised two specific points of concern with regards to the mining 
industry. It is noted from reports released in 2012 and 2013, covering the years 2010 and 
2011, that the central Madagascan government had made subnational payments and transfers 
to communes affected by mining activity, and that EITI continues to closely monitor this 
issue. Furthermore, confidentiality clauses in mining and petroleum contracts are identified as 
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being obstacles on the road to full transparency for the Madagascan mining industry (ibid.). 
Reports concerning the years 2012 and 2013 were released in January 2015 (ibid.). 
It must be noted that EITI is classified as a non-profit organization, and that membership in 
no way is mandatory (EITI FACT SHEET, 2015). As such, the Madagascan government, by 
applying and continuing their attempts to live up to requirements, has showed a promising 
level of initiative and willingness to prove their commitment to transparency. That being said, 
their Candidacy from 2008 to present day stands as an example of how weak governance can 
be directly detrimental to transparency, the importance of which was first declared in the 
1998 World Bank report detailing the plans for mining liberalization.  
Continued political instability and economic troubles have meant that Madagascar as of 2015 
has yet to release a report in accordance with the deadline. Furthermore, seemingly 
questionable payments from central government to mining-affected communes and 
confidentiality clauses in mining contracts, have been identified as aspects within the 
framework and industry itself that need monitoring or changing, showing that the scope of 
issues goes beyond the untimely release of reports. The question of how governance and 
regulation of the mining industry has impacted Madagascar’s economy and environment will 
be elaborated on further in the following chapters. 
4.6 Chapter conclusion 
All in all, the World Bank in collaboration with the Madagascan government was successful 
in their stated goal of liberalizing the Madagascan mining industry. The liberalization of the 
Madagascan mining industry was enacted within the framework of the so-called ‘sustained 
development’ model. Here, issues such as low education rates, a weak government and public 
sector as well as high taxes and government involvement in industry were all presented as 
obstacles that Madagascar had to overcome to achieve long-term economic growth and 
poverty alleviation. This process figured into a larger-scale plan for development that 
ultimately would substantially improve conditions for foreign investment led mining 
operations in sub-saharan Africa throughout the 1990’s and early 2000’s, indicating that the 
World Bank’s definition of development is tied to a liberalization agenda. 
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Chapter 5  
Q: What trends in the Madagascan economy could be identified following the 
liberalization?  
5.1 Chapter Introduction 
In the previous chapter, the key priorities of structural adjustment within Madagascar were 
concluded to be poverty reduction through a process of sustained growth and, more 
specifically, a liberalization of the economy. One key assumption of the World Bank is 
therefore as such that liberalization initiatives, and the following rise in foreign direct 
investments (henceforth referred to as FDI), will promote mutually beneficial outcomes for 
Madagascar as a nation, by alleviating the poverty rates, and promoting a growth of Gross 
Domestic Product (henceforth referred to as GDP growth). 
In this chapter we will be trialling the liberalization process and goals thereof, in accordance 
with the economical trends, and infer Wallerstein’s perspective of the World-systems as a 
system where value flows from the periphery to the core. Thereby, the chapter will examine 
whether or not the economical trends reflect unequal exchange transferring capital or value 
produced in madagascar, to core society. This chapter will furthermore examine the 
development trends in terms of FDI, GDP and the poverty rate, and seek to examine the 
interrelationship between these three variables, thus seeking a conclusion as to whether or not 
the liberalization initiatives have had the outcomes projected by the World Bank, as opposed 
to the World-systems approach. 
5.2 GDP growth developments 
In the following section, GDP growth will be examined, as it functions as a measure of the 
country's overall economic development. As of such, we here attempt to determine if there 
has been a quantifiable effect on the economy as a result of the liberalization initiatives, in 
accordance with the plans to promote a sustained growth for Madagascar. Our statistical 
analysis of the Madagascan economy is limited to the post-1990 statistics. 
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According to the graph above, Madagascar's economy initially enjoyed steady GDP growth. 
The first statistical input (1990) shows a gap growth at an estimated 3%. By 2000 the GDP 
growth had risen from 2 to 4,5%, and by 2008, a 7,5% growth in GDP growth was observed. 
Thereby the initial opening of the economy and movement towards liberalized market-based 
economic principles, arguably provided positive prospects of the liberalization principles 
(World Bank World Development Indicators, 2015). 
However, the statistics furthermore showcase the problematic nature of the political 
instability of Madagascar. In 2009, a Coup d’état haunted the nation, and the GDP growth 
rate fell to -4%. While this negative trend was naturally a side effect of the unstable political 
situation, the fall in GDP growth rate can also be attributed to the economical assistance 
provided by international institutions. This is the case, as prior to the Coup d’état of 2008, 
economical assistance at the hands of the UN, US and IMF accounted for an estimated 40% 
of the Madagascan budget (CSR, 2012). Following the coup d’état, this assistance was 
suspended, as the international society chose not to recognise the military government 
 29 
empowered by the coup d’état. As such, Madagascar’s economy suffered a significant lack of 
funding (ibid.).  
The negative trend following the suspension of foreign assistance is interesting when 
considering the growth principles, as it highlights that to a high degree, Madagascar’s 
positive economic prospects depended on the assistance of core society based international 
institutions, and as such we are not capable of attributing the liberalization as primus motor in 
the positive GDP growth trend, as the foreign assistance and the dependence thereon, meant 
that we are unable to form a coherent assessment of the GDP growth rate’s relationship to the 
liberalization initiatives. 
In conclusion, while a link between the liberalization initiatives and the GDP growth, as seen 
in the steady upwards trend up to 2009, can be identified, the regime change in 2009 
ultimately put a stop to this growth, meaning that other factors must be examined to better 
understand how the liberalization affected the economy. Furthermore, it is arguably 
transparent that assistance from core society based institutions had a significant influence on 
Madagascar’s budget. 
5.3 Foreign direct investment trends 
In order to explore concise and direct consequences of the liberalization initiatives, this 
section examines the development of foreign direct investments following the liberalization 
initiatives. 
A core principle of World-Systems Theory is that commodities flow from periphery 
countries, to core countries. In order to trial whether or not this is the case of Madagascar, 
one may consider the foreign direct investment trends following the liberalization, and the 
rise of core society based influence.  
FDI has had a growing importance for Madagascar’s economy following the liberalization, 
where in 2001, FDI inflows stood for 11,5% of gross fixed capital formation, by 2010 the 
figure had risen to an estimated 65,2%. (UNCTAD, 2011). The FDI inflows as percentage of 
gross fixed capital formation further establish the utmost importance of the mining industry 
for the formation of  wealth, as an estimated 80% of the FDI in Madagascar comes from the 
mining sector (ibid.).  
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The majority of these FDIs came from core societies, with roughly 62.4% of the total FDI 
originating from developed countries, as opposed to 31.7% originating in developing 
economies, and roughly 5% left unspecified (UNCTAD FDI/TNC database, 2015). 
This outlines the core societies’ significant importance for Madagascar’s economy. It is thus 
of significant interest to consider the development in the mining industry as a percentage of 
total FDI, in order to establish what specific industries are benefiting from the FDI growth. 
Between the years 2005-2009, the industrial distribution of FDI flows fell in all but one 
sector - the mining, carrying and petroleum industry, that is to say - that the extraction 
industry saw significant rise in foreign direct investments (UNCTAD, 2011). In 2005, FDIs 
in Madagascar remained at a modest 86 million USD with the extraction industry accounting 
for an estimated 18.8 per cent of total FDI flows into Madagascar, or roughly 16,17 million 
USD (ibid.). By 2009, the total foreign direct investments rose to 543 million USD, a 
percentual increase of 531.4 per cent, with the extraction industry accounting for an 
overwhelming total of 82.5 per cent of the total foreign direct investments in Madagascar, or 
447.97 million USD (ibid). As such, it becomes transparent that the extraction industry has 
been the main beneficiary of FDI in recent years, and that the FDIs in the extraction industry 
are arguably the primus motor of the FDI as share of capital formation growth. Thereby, the 
true importance of the extraction industry and the natural resources of Madagascar becomes 
clear with relation to the future economic prospects of Madagascar. 
These statistics showcase the significant international interest from the core countries in the 
Madagascan natural resources, and further prompts a study of the GDP and GDP per capita 
growth in the same period as the significant rise of FDI in the Madagascan extraction 
industry - in an attempt to establish whether or not the World Bank’s poverty alleviation 
action plan and sustainable growth can be considered fulfilled. 
5.4 GDP and GDP per capita trends 2000-2010 
Having established the extraction industry’s foreign direct investments importance for the 
capital formation, let us examine the growth rate in the GDP and GDP per capita in the period 
of the significant rise in FDIs within the extraction industry.  
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Source: International Monetary Fund, World Economic Outlook Database, 2014  
(Original data: http://www.imf.org/external/pubs/ft/weo/2014/02/weodata/index.aspx) 
In the period 2005-2009 Madagascar’s GDP rose from 5 billion USD to ca. 8,5 billion USD, 
roughly a 70% rise in GDP (IMF, World Economic Outlook Database, 2014) in the same 
period as the FDI within the extraction industry rose by 531.4 per cent (UNCTAD, 2011). 
While a correlation cannot be quantifiable established in a definitive manner, as correlation 
does not necessarily equate causation, the significant rise in the advent period suggests a 
relationship between the FDI and GDP growth. However, this positive trend suggests nothing 
of the purported goal of combatting poverty, as a higher GDP does not necessarily infer less 
poverty, as the GDP growth can remain within a few individuals or companies. 
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(Source: IMF, 2004; 2015) 
To this day, poverty remains widespread in Madagascar, with an estimated 4/5ths of the 
population living below the international poverty line (IMF, 2015). In the 90s, this trend was 
somewhat stable, hovering around 70% of the population living in poverty (ibid.). However, 
the 2000’s ushered in a new period of instability with relation to the national poverty. In 
2002, with the replacement of Didier Ratsiraka, national poverty rose by a staggering 10%, 
but fell back to the somewhat historically normal, albeit high 73.6% (IMF, 2004). As such, 
the political regime changes influence on national poverty is transparent. In 2005, the poverty 
fell to a henceforth unseen new low, at 67.8%, however this positive trend would not persist, 
and by 2010, the national poverty had reached a new high, with 81.3% living below the 
international poverty line (IMF, 2015). 
Interestingly, this latest period highlights the inadequacy of distribution of new capital wealth 
in Madagascar: In the 2005-2009 period where GDP rose by 70% (IMF, World Economic 
Outlook Database, 2014), the poverty rose by 13.5% (IMF, 2015), a seemingly contradicting 
statistic, had new wealth been equally distributed. As such, the statistic showcases that while 
GDP may have risen, the GDP rise has done little to alleviate the widespread poverty rate, 
which remains remarkably high. As of such, the World Bank’s assertion that the GDP rise 
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would alleviate poverty, cannot be quantifiable proven with the current economic trends in 
mind.  
However, what has been established is that the WBG and the Madagascan government were 
successful in their efforts to create a mining industry that would attract FDI. In fact, they 
were so successful that the extraction industry today dominates the flow of FDI, with 82,5% 
per cent of total FDI inflows (UNCTAD, 2011). Furthermore, it has been established that the 
growth in FDI, indeed did have a positive effect on Madagascar’s GDP, which rose by 70% 
in the period following the liberalisation (IMF, World Economic Outlook Database, 2014). 
However, this trend of GDP growth has not, contradicting the world bank’s preposition, 
translated into poverty reduction, as stated in the original goals of the structural adjustments 
(World Bank, 1994, 1997, 1998).  
Given that the years with the most significant rises in poverty rates have been the ones with 
political exogenous events upsetting the national economy, there’s seemingly a strong 
relation between political instability and poverty.  
5.5 Quality of Governance 
As was established in the previous chapter, the WBG, when going into the process of 
liberalizing the Madagascan economy, recognized that the low quality of the governance 
would be detrimental to Madagascar’s road towards a healthy economy. In effect, 
Madagascar’s overall poor governance performance was seen as a factor prohibiting them 
from fully untapping their resources. In this section, the specific implications of the effects of 
poor governance and political instability will be examined, so as to establish if and how this 
in fact has been detrimental to economic growth and poverty alleviation. The WBG’s own 
indicators of governance will be used in this examination, so as to maintain the trialing of the 
effects of the liberalization in accordance with the WBG’s own stated parameters for success. 
In the previous section, it was established that there is seemingly a correlation between 
economic indicators such as GDP and poverty and political instability or regime changes, in 
the case of Madagascar as seen in 2002 and 2009. However, political instability is not the 
only factor to examine when determining the quality of governance in a given country. Given 
that the WBG put an emphasis on the need for drastic improvement of the quality of the 
Madagascan governance in their development plans, alongside the liberalization, this is 
relevant to examine. Adding to this, a study done by Gani (2011) proves a link between 
 34 
quality of governance and economic performance, while a study by Gupta et al (2002) proves 
that corruption directly affects poverty and income inequality.    
In order to assess governance, The World Bank has developed six indicators used for 
measuring the quality of governance in different countries; control of corruption, government 
effectiveness, political stability and absence of violence/terrorism, regulatory quality, rule of 
law and finally, voice and accountability. Put together, these indicators are meant to create an 
overall reflection of the quality of governance in any given country. Madagascar’s first 
available data-input for these indicators was in 1996. The same year, the World Bank 
released a document detailing how $9,6 million would go specifically towards improving the 
public sector. 
The graph showcases an overall downwards trend in the quality of governance seemingly 
starting around 2003-2005, most notably in the case of ‘control of corruption’, which has 
been on a steady downwards turn since 2005. This warrants a closer inspection, when 
considering the direct link between corruption and income inequality and poverty (Gupta, et 
al, 2015). Furthermore, Transparency International puts Madagascar at 133rd place in their 
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international Corruption Perception index and Roger Kolo, who served as prime minister 
from April 2014 to January 2015, announced in July 2014 that he believed 40% of the 
national budget had been lost to corruption (BBC, 2014). Pairing this with the remarkable 
downturn in Government Effectiveness, at an all time low of -1.3 in 2014 since the first 1996 
input, it becomes clear that Madagascar’s government itself is detrimental to the economy. 
While the governance has clearly resulted in an unstable economy, regardless of poor 
governance or not, the international society’s interest in the Madagascan exports have clearly 
risen in recent years. 
5.6 Trade - Export/Import 
Granted that the increased GDP has not translated well into poverty alleviation, it makes 
sense to examine other angles that may account for, and explain, the maldistribution of the 
newly formed capital, and why the world bank’s hypothesis of poverty alleviation at the 
hands of GDP growth has seemingly failed.  
In accordance with the framework put forward in the World-systems Theory and having 
established the liberalization of the Madagascan mining industry in the late 1990’s and early 
2000’s, one such angle could be to examine unequal exchange in the import/export dynamics 
in Madagascar. In 1995, Madagascar had a negative trade deficit of  $15.5 million(OEC, 
2015). In 2013, Madagascar imported $3,34 billion and exported $2.21 billion, meaning that 
the deficit was $1.12 billion; a rough per cent increase in trade deficit of 7725.8 %.  
While this figure seems large, it of course has to be examined in relation to the significant 
rise in the export figure, that is to say, the overall development in correlation between the two 
figures, imports and exports. The divide between the two has risen significantly; a growth, 
that not shockingly, started shifting towards a significant trade deficit after the regime change 
in 2002: 
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(Source: OEC, retrieved from 
http://atlas.media.mit.edu/en/profile/country/mdg/#Trade_Balance) 
What this suggests, is that the liberalization did not inherently increase the export of goods 
much, but rather resulted in an explosive rise in imports, mainly petroleum, fabrics, 
medications and foodstuffs (ibid.). Thereby, the statistics arguably suggest, that the 
liberalization of Madagascar’s economy has resulted in unequal exchange, as the increase in 
exports have proven insufficient in matching the imports, amassing a large trade deficit. 
Meanwhile, when considering the specific exported materials, a picture is painted of an 
export economy that effectively has become dominated by the FDI-led mining industry. Raw 
nickel makes up 17% of all exports, or $370 million, making it Madagascar’s top-export 
(OEC, 2015). This number can be attributed to the newly operational Ambatovy nickel mine, 
which has been the result of a joint venture between nickel mining giant Sherritt, Sumitomo 
Electric and Kores. The mine received its permit in 2006 and currently is recognized as the 
largest-ever foreign investment in Madagascar (Ambatovy, 2014). The nickel is mainly 
exported to South Korea, Japan, China, the United States and Belgium (OEC, 2015). All but 
perhaps China can be categorized as core societies. The same is true for the export of 
titanium ore from Ilmenite, which makes up 3,4%, or $75,4 million, of exports (OEC, 2015). 
Here, 99,5% of the product goes to Canada (ibid.), where QIT-Fer et Titane is based. 
Altogether, the metal and the mineral exports accounted for $616 million dollars, or 29,06% 
of all exports going out from Madagascar (ibid.). Furthermore, a majority of the 29,06% were 
exported to core societies, as seen with the nickel and ilmenite exports. Of total exports, 64%  
go to Europe and North America, and only 9,9 % of exports stay within the African region 
(ibid.), reflective of the hypothesis proposed by the World-systems theory. 
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As such, the overall trade of Madagascar does reflect the World-systems as perceived by 
Immanuel Wallerstein, as raw materials are extracted by foreign-funded organizations and 
exported the core societies, where they are put to use.  
5.7 Chapter Conclusion 
Looking at these conclusions through Wallerstein's’ framework of the World-systems, it can 
be inferred that Madagascar as a result of the structural adjustments in the 1990’s and early 
2000’s effectively reinforced and even strengthened its position in the periphery. 
Furthermore, it has been proved that the mining and extraction industry at large have played a 
major role in this process. To elaborate further, prior to the structural adjustments, 
Madagascar fit the description of periphery countries in several ways; high levels of poverty, 
low levels of education, weak or unstable government, as well as a severely underdeveloped 
infrastructure. However, the economy and industry was largely nationalized and closed off to 
FDI’s - prohibiting the island state from fully participating in the so-called vertical flow of 
commodities and surplus value from the periphery to the core societies. As such, the 
liberalisation and structural adjustments effectively influenced the economy, by ensuring a 
steady stream of core society based FDI going into the country, and a steady flow of 
commodities and surplus value going out - from the periphery to the core.  
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Chapter 6  
Q: How has the growth of the mining industry impacted the Madagascan 
environment 
6.1 Introduction  
First, the overall environmental challenges facing Madagascar will be explained along with 
the social impact that the mining activities have had for the indigenous people in the south-
east region in Madagascar. The legal framework surrounding the mining industry will be 
described as to explain the attempts made by the Madagascan government to control 
environmental impact, and in extension, the offsetting measures taken by Rio Tinto will be 
critically analysed. As to provide theoretical context, the theory of unequal ecological 
exchange will be included. 
Mining operations in Madagascar are plentifold and nothing if not diverse. They operate on 
different scales, in several areas using different methods (Sarrasin, 2015; Friends of the Earth, 
2012). Furthermore, the tax policies specifically targeting large-scale mining were not 
enacted until 2002, meaning that the data collected on the long-term environmental effects 
from large-scale mining in Madagascar are in many ways incomplete. As of such, obtaining a 
definite net-sum of environmental costs as brought on by the mining industry as a whole is 
near-impossible. However, there are a number of factors that can be analysed, the sum of 
which may prove a kind of correlation between the mining industry liberalization and the 
externalization of environmental costs. 
6.2 Environmental challenges  
Madagascar hosts a unique heritage of animal and plant life, with around 200,000 endemic 
species that exist nowhere else in the world, leaving Madagascar’s biological ecosystem as 
one of the richest and most vulnerable in the world (Indexmundi, 2015). In addition to the 
island’s exceptional biodiversity, Madagascar is known to contain a rich variety of natural 
resources; gold, phosphates, kaolin, salt, limestone, uranium and hydropower (ibid.). Since 
the discovery of the first precious stones in 1547 by French Captain J. Fonteneau, interest in 
Madagascar’s resources has increased significantly, attracting several multinational 
corporations, among others the most prominent; QMM’s Fort Dauphin mine (Rakotomala, 
2015).  
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Madagascar’s natural resources accounts for more than half of total wealth in Madagascar 
(Indexmundi, 2015), which means that there is a potential prospect for Madagascar to 
generate substantial economic benefits, contributing to the country’s poverty reduction and 
economic stability. As a result of several political crises within the governance sector, 
exploitation of natural resources have led key nature-based sectors, especially the tourism 
sector, to decline dramatically (Maplecroft, 2012). Before the political crisis in 2009, the 
nature-based tourism was growing with 10 percent per year (CEA, 2013). As was concluded 
in the previous economic chapter, an unequal exchange was detected in the flow of 
commodities, many of them natural resources, from Madagascar to the core societies. As 
such it becomes relevant to infer the theory of unequal ecological exchange in examining 
how this has affected the Madagascan environment. 
Deforestation is the most commonly used unit of analysis in the context of Unequal 
Ecological Exchange, given that it is a relatively easily quantifiable measure of 
environmental degradation that carries heavy overall implications for the local people, 
biodiversity, as well as for carbon emissions (Jorgenson, A, K & J .Rice, 2007). According to 
Global Forest Watch (2015), the acceleration rate of deforestation in Madagascar is at 8,3%, 
the third highest globally. In 2014, the tree cover loss was a reported 318.465 hectares, or an 
estimated 2,05% of total tree cover - an increase of 13% since 2013.  
In 2001, the tree cover loss was 86.956 hectares, showing that yearly tree cover loss has 
nearly quadrupled since 2001 (ibid.). Tree cover loss does not only entail deforestation, but 
also loss of trees as a result of fires or sustainable lumbering (ibid.). However, the high 
acceleration rate of deforestation and the notable acceleration of tree cover loss from 2001 to 
2014 highlights an alarming trend. Considering the highly accelerating rate of deforestation, 
the rapid growth of profit-oriented lumbering (Mongabay, 2015), as well as large-scale 
industrial developments resulting in deforestation in the same period (Jayne Clifton, 2007), it 
can be inferred that deforestation is the primus motor behind this significant growth in tree 
cover loss. Another factor contributing to the high acceleration rate is the rapid population 
growth taking place in Madagascar’s rural areas (ibid.).  
The difficult task of environmental preservation and protection of the natural resources, 
caused the World Bank to become Madagascar’s primary source of development assistance 
within the environment sector, through the framework of the National Environmental Action 
Plan (NEAP), which was adopted in 1990 (CEA, 2013). So far the Madagascan government 
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has approached the problem of deforestation by enforcing taxes and fines on violations 
(Clark, 2012). However, reports have shown no improvements, and increased amounts of 
poverty have forced impoverished local farmers to turn to unsustainable farming methods 
(Klein, 2002).  
The unsustainable farming methods employed by locals in the Mandena region was used by 
QMM when responding to critics, by stating that this activity would have caused the same 
amount of deforestation as the mine would have by 2020. 
“The assessment made by QMM, for instance, points out that there remains, in the 
Mandena mining region (in the first phase of the project), 3.6 km2 (360 hectares) of 
parcels of degraded coastal forest, of which the essential part is expected to 
disappear by 2020 if the use of these resources continues at the present rate (QMM, 
2001a: 5.71).” (Sarrasin, 2009: 155) 
This argument can be seen as a carte blanche to justify the environmental impacts the mine 
possibly would cause. Legislation on environmental action has pushed Rio Tinto to include 
environmental mitigation initiatives and offsets into their operation programmes (Rio Tinto, 
2008). The effectiveness of these measurement, however, can be questioned. This will be 
elaborated on later in this chapter. 
6.3 Environmental Legal Framework 
Having established the diverse and far-reaching nature of environmental issues in 
Madagascar, it will be examined how the Madagascan government has attempted to mitigate 
or offset environmental degradation in the context of the liberalization of the Mining 
industry. 
Madagascar’s environmental policy is presented in the “The National Policy of the 
environment” document (Charte de l’Environnement, ARTS, 1990). The document states that 
the environment should be one of the leading priorities concerning the country’s general 
interests (Ibid.). The document also includes institutional and administrative structural 
processes, outlining what mining companies have to comply in order to obtain a permit for 
the mining operations. Furthemore, there is the National Environmental Action Plan (NEAP) 
that points out seven specific results to be attained:  
1) Sustainable development activities need to be developed, 2) Forest ecosystems and 
water resources need to be sustainably managed, 3) Sensitive ecosystems need to be 
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conserved and made valuable as protected areas and conservation sites, 4) Coastal 
and marine ecosystems need to be sustainably managed, 5) A positive change in 
behavior vis-à-vis the envi- ronment needs to be achieved, 6) the financial basis for 
sustainable financing of the management of natural re- sources and the environment 
needs to be established, and 7) better environmental policies and governance need to 
be developed (Madagascar’s Environmental Action Plan, 1993). 
Adding to these seven general requirements, the constitutional requirements for 
environmental protection in Madagascar are affirmed in the Constitution of the Republic of 
Madagascar (2007: 001): 
“Everyone shall have duty to respect the environment, the State shall assure its 
protection” (Article 39); and “The State guarantees the freedom of enterprise so long 
as it operates within the limits of the public interest, public order and the 
environment.” (Article 37) (Pnae, 2015). 
The protection of sustainable development is processed in the Decree No. (2004-167) relating 
to the “Mise en Compatibilité des investissements avec l'Environnement” (MECIE) 
(Walmsley and Patel, 2012)  which contains three main objectives, outlining the requirements 
of sustainable development that needs to be met both today and for future generations: 1) 
Maintenance of ecological integrity, 2) Improvement of economic efficiency, 3) Improvement 
of social equity (Pnae, 2015). 
Having established the integral role that preservation and protection of the environment plays 
in the Madagascan political and legal framework, it becomes relevant to examine the 
practical aspect of how this is managed. This task primarily falls on two governmental 
organs, namely The Ministry of the Environment, Forests and Tourism (MEEFT) and the 
National Office for the Environment (ONE). The MEEFT is inter alia responsible within the 
environmental impact assessment (EIA) process. The EIA is a document that any prospective 
investor wanting to start up a project in Madagascar is obligated to submit. The specific tasks 
of the MEEFT includes: 1) Participation of the EIA process, as well as in the control and 
monitoring projects, 2) Implementation of the processes set out in the Decree MECIE, 3) 
Authority to whom an aggrieved proponent can request a second opinion in the event that his 
request for an environmental permit is refused by the Office National de L’environnement 
(ONE) (Ibid.). 
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The National Office for the Environment, operates within the Ministry of the Environment. 
The ONE was established in order to regulate and administer the Decree MECIE, and has 
later on been formalised in terms of Decree No 2008.600 on June 23rd in 2008 (Walmsley 
and Patel, 2012). ONE is responsible for making sure that the economic activities do not 
harm the environmental development, and is furthermore responsible of determining 
penalties, if the requirements are not fulfilled (SADC, 2012). ONE’s main tasks in relation to 
the EIA includes: 1) Co-ordination to the EIA process, 2) Co-ordination of the work of the ad 
hoc Technical Evaluation committee (Comité Technique d'Evaluation (CTE)), and 
monitoring of the Environmental Management Plan (EMP), 3) Co-ordination of the 
evaluation of environmental audits, 4) Issuing Environmental Permits, 5) Issuing 
Environmental Closure Certificates on project closure. (Presentation du Decret MECIE, 
Pnae, 2015).  
To summarize, ONE and MEEFT are tasked with the overall management and regulation of 
the EIA process, which is to say that it is their responsibility to monitor if the companies live 
up to environmental laws and regulations. Now, conclusions made in the previous chapter 
suggest a link between the overall questionable quality of governance in Madagascar, the 
persistent issues relating to corruption and negative economic trends observed in the years 
following the liberalization up until the present day. Following this, it becomes relevant to 
examine if these persistent issues within the public sector have extended themselves to the 
regulation of the environmental conduct of the mining industry.  
“‘Civil society representatives suggest that rather than strengthening government 
regulation, the zeal to implement policy reforms to attract investment has led to 
diminution of state power and regulation just when it is most needed for protecting 
the environment, indigenous peoples, and local communities. Transnational 
companies have been the main beneficiaries, and loopholes remain in legal and 
regulatory frameworks.”’ (EIR, 2003b: 6 in: Sarrasin, 2009: 166)  
Properly enforcing this framework would require, essentially, perfect governance, due to the 
sheer scope and complexity of the framework as well as the vast size of the sector and 
numerous conflicting interests (Sarrasin, 2009). Friends of the Earth (2012) raised doubts 
about the capabilities of ONE to properly regulate the environmental conduct of the growing 
mining companies. The agency and their operations, including the analysis of the EIA and the 
follow-up on the environmental management, are partially funded by initial payments made 
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by investors, constituting “‘possible conflicts of interests’” (ibid: 6), as much is admitted by 
the World Bank. Furthermore, the agency, which was formed prior to the liberalization in 
1987, is tasked with the management and follow-up of several hundreds of cases that have 
come as a result of the rapidly growing mining industry. The agency staffs around the same 
amount of people as are employed in Rio Tinto’s own environmental offices, and follow-up 
trips to mining sites often require expensive transportation, such as helicopters, which have to 
be provided by the companies, as ONE do not themselves have the necessary funds (ibid.).  
In the 2012 report, Friends of the Earth provide a number of examples that illustrate 
fundamental issues with the conduct and transparency of the regulative organs in 
Madagascar. Upon visiting the office tasked with regional regulation of the area in which the 
QMM mine is situated, the Melaky Regional Office of Environment and Forestry Authorities 
(DREF), a local organization, found only one staffer present. This is in addition to a Ministry 
of Environment staffer admitting that he had never gained access to contracts enacted 
between the government and the mining companies, a claim which is corroborated by the 
existence of article 222 of the mining code. The code, meant to make Madagascar more 
competitive, essentially allows for confidentiality clauses in contracts enacted between 
government and corporations for the duration of the concession rights. The anecdotal nature 
of these examples means they must be viewed with a considerable dose of criticism, and as 
such, their main function in this section is to add some specific context to the overall 
established issues of poor governance. 
In conclusion, there have been several regulatory attempts at circumventing unequal 
ecological exchange, following the liberalisation of the mining industry. However, these 
mechanisms have arguably proved insufficient, due to issues of governance, establishing the 
problematic nature of environmental regulation in peripheral societies.  
Considering Madagascar’s long-running issues with poor governance, corruption and 
political instability, and given the persistent lack of transparency within the sector, it is 
relevant to question the environmental practices that have been approved by ONE and 
MEEFT.  
6.4 The QMM mine Biodiversity Offsetting 
Considering its size, the Ambatovy nickel mine may seem like the obvious choice for a unit 
of analysis. However, the operation obtained its mining permit in 2006 and became fully 
operational in 2014 (Ambatovy, 2015). Because of this, the data available for the longer-term 
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effects of the mine are simply not available as of yet. Instead, we will examine the QMM 
Ilmenite mine in Fort Dauphin. Due to its status as a flagship project for large-scale mining in 
Madagascar as well as its long and well-documented history. 
QMM first started mining in a new ilmenite mine in 2006 in the Fort Dauphin region of 
Madagascar (Jayne Clifton, 2007). The ilmenite mine is situated in one of Madagascar’s most 
environmentally fragile areas, namely the island’s coastal forest in the southeastern region. 
QMM’s excavation of the ilmenite mine received support and funding from the World Bank 
and the Madagascan government, as a part of its “Integrated Growth Poles” project. This 
project aimed to advance Madagascar’s economy, which would essentially promote a shift 
from periphery to semiperiphery society (ibid.). Rio Tinto attempted to meet these criteria by 
declaring the new project to be “a model for further projects which are likely to follow in 
Africa and the developing world” (Wallace, 2009) focusing on maintaining a positive 
development of the mine’s surrounding environmental and social aspects.  
In a report concerning mining activities in Madagascar, including the QMM mine, made by 
Rio Tinto (2008), it is stated that: 
“We want to be biodiversity leaders within the mining industry, for the competitive 
advantage and reputational benefit this provides. Our performance on biodiversity 
conservation and management issues will create benefits for our business.”  
The first step of offsetting is simply avoidance, meaning that the operations change behaviour 
in accordance to its surroundings, and avoid all unnecessary activity. The second step is 
minimization of the residual impact, by reducing the intensity or duration of impact deemed 
‘unavoidable’ to the operation (The Biodiversity Consultancy, 2015). The third step is 
restoration or rehabilitation of the loss of ecosystems and biodiversity, which is an attempt to 
compensate for the negative impact. Offsetting can be added to the program to achieve No 
Net Loss (ibid.). No Net Loss implies that all negative impact coming from corporate activity 
can be restored, and biodiversity can be fully recovered. Following this logic, corporations 
can claim to have had no negative impact on biodiversity (The Biodiversity Consultancy, 
2015, BBOP, 2015). Net Positive Impact is gained by taking ‘additional conservation actions’ 
to strengthen the biodiversity of the given area (ibid.). In order for offsetting to make sense, it 
must be used as part of mitigation hierarchy because it is a further-reaching programme to 
avoid or mitigate loss of biodiversity. In a number of cases corporations have used objectives 
of offsetting alone, as a “licence to trash” (The biodiversity consultancy, 2015). 
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Biodiversity offsetting can only be effective if used in a further-reaching mitigation 
programme to ensure that avoidance and mitigation of mining activities are adequate (The 
Biodiversity Consultancy, 2015, BBOP, 2015, Rio Tinto, 2008). Secondly, offsetting 
programs require a high level of government stability, because a well functioning system can 
ensure that application of Mitigation Hierarchy can be kept under review and that 
applications can be rejected to uphold a high standard and provide a meaningful and effective 
implementation of the programme (ibid.).  
Rio Tinto collaborates with a number of environmental organizations to establish their stance 
on biodiversity, one of which is Birdlife International (Rio Tinto, 2008). Interestingly, senior 
head of policy in Birdlife Europe, Ariel Brunner, stated that “Where governance is weak and 
dubious, and development projects get approved because of corruption or incompetence, 
offsets might be environmentally damaging.” (Brunner, 2015). Following this line of critique, 
a meaningful use of offsetting falls back on a reliable and stable governmental structure, and 
as established in the previous chapter, the government in Madagascar is relatively weak, thus 
it is not adequate to rely on the governmental institutional bodies to ensure fulfillment of 
environmental mitigation.  
Furthermore, as has been noted earlier in the project, the Madagascan government holds a 
20% stake in the QMM venture. This is the same venture that was to be seen as the flagship 
project for mining in Madagascar, the success of which would hopefully prove to possible 
investors, that the country was ready to accommodate large-scale mining (Sarrasin, 2009). 
Given that the formal agreement between the government and QIT-Fer et Titane to create 
QMM was signed the same year as the ratification of the first mining code (Sarrasin, 2009; 
World Bank, 1998), it becomes clear that the liberalization process and the development of 
the Fort Dauphin mine was closely interlinked. Essentially, in this case, the government held 
a significant stake in the success of the industry they were tasked with regulating, suggesting 
a conflict of interests.  
Recent evidence gathered by Friends of the Earth (2012) and Panos London (Ibid.) has shown 
that the project in fact contradicts many of Rio Tinto’s stated objectives, creating economic 
insecurity and social and environmental destruction, as well as causing internal displacement 
of locals. Rio Tinto’s numerous mining operations raises many questions on Rio Tinto’s 
management of their social and environmental impacts in Madagascar, questioning the 
company’s commitments to their practice document “The way we work” (2003) and the latest 
 46 
SEIA. Reports made by environmental experts draws into question who’s really benefitting 
from their understanding of development. Furthermore, not only do the recent results 
question QMM’s activities, but it also raises questions of how capable the Madagascan 
government and the Madagascan Environmental protection programme actually is. Seagle 
(2012) argues that the QMM mine has become a posterchild for a new era of mining where 
any possible criticism is offset by compensation of biodiversity offsetting. QMM’s guidelines 
and policy on land rights and compensation is as follows:  
“Claims to land can be based on traditional tenure as well as statutory law. Local 
and national land use policies may also differ. Our objective is to bridge significant 
gaps between legislation and customary arrangements through the fullest possible 
understanding of the issues involved. Furthermore, where property is affected, its 
value is assessed and appropriate compensation mutually agreed” (The way we work, 
2003: 15). 
However, criticism on unfair compensation arrangements and unclear information have been 
reported. Evidence gathered by Panos London (Jayne Clifton, 2007), shows that an estimated 
6000 rural Madagascan citizens, living in the forest and heathland area of the mine, have 
been displaced in order to make sufficient space for the development and growth of the mine 
(ibid.). Even though most Madagascan citizens have no formal rights to their land, they have 
customary rights passed down several generations within their communities (ibid.). Land 
grabbing by multinational corporations has been a great struggle for the Madagascan, leaving 
the government of Madagascar with no other choice than establishing formal land rights 
(ibid.).  
Local living standards are continuously affected by the developing mines. The mine 
developments have brought additional workers to the area, thereby raising the demand for 
housing and fresh food, causing the costs of basic necessities to rise (Jayne Clifton, 2007). As 
a result, many Madagascan families struggle with their economy, not being able to afford 
food, crops, healthcare and medicine. QMM has reportedly quadrupled the levels of rent for 
properties, leaving the locals with no other choice than leaving their homes (ibid.). In 
addition, as a result of the local inflation, the salary costs rise, leaving the local organizations 
with difficulties retaining their employees. Local Madagascan citizens experience great social 
divisions, which many experts predict to have long-lasting effects (ibid.).  
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The advent mining process in the QMM mine is dredge mining, which is an environmentally 
damaging process and leads to severe loss of rare coastal forests (Ibid.). Dredge mining is a 
widely used method by the mining industry operating in Madagascar. This method is, shortly 
explained, a method of extracting minerals by putting large areas of land underwater. The soil 
is removed using a hose and processed to separate the wanted minerals from ‘the rest’ - being 
the undesired minerals and remaining soil, containing radioactive material that is returned to 
the soil (Seagle, 2012). The creation of dams in particular have had major consequences for 
the peoples of Mandena. The water environment was damaged, negatively affecting the 
supply of fish and the surrounding fields used by locals for agriculture, including rice fields, 
were flooded and subsequently ruined (Ibid.). However, Rio Tinto claims that their 
rehabilitation program will provide a restoration of the natural surroundings once the 
dredging of the mine is completed.  
QMM has stated that the protection of the environment is a key focus of the mining project. 
Environmental departments have been established in cooperation with environmental experts 
including Birdlife International and Kew Botanical Gardens, forming an International 
Advisory Panel. Furthermore, QMM has developed two conservation areas, which cover 12% 
of the total mining area in order to protect some of the forest biodiversity (ibid.). However, 
many environmental experts have questioned how effective these two initiatives have been 
raising concerns about the isolated areas not being large enough to preserve the number of 
species currently found in the area. Once the ilmenite mine has been exhausted, QMM has 
announced plans to replant the whole area with collected seeds from the forest (ibid.) 
However, experts are concerned that the area has become too degraded to support the 
reintroduction of the native species, which would have a devastating impact, fundamentally 
changing the biodiversity of the forest.  
QMM has privatised a large amount of the land, and thereby natural resources in Madagascar, 
and have turned ecosystems into sites of extraction activities (Fairhead, Leach and Scoones, 
2012). The people who were native to Mandena, the first area taken over by Rio Tinto’s 
operations, used this land and its natural resources for agriculture and fishing to sustain their 
own existence and livelihoods. After the arrival of Rio Tinto, the forests in this area have 
been privatised and staff has been set in to keep the areas clear of locals, giving out fines for 
the ones that ‘intrude’, thereby criminalizing the locals that have inhabited this land through 
generations (Seagal, 2012). As such, the original inhabitants have been turned into ‘outsiders’ 
intruding on the land that has been integrated into the global market economy. 
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In the report published by Rio Tinto in 2008 they state: 
“...we need to have good working relationships with those who are impacted by or 
have an interest in the decisions of our business. Indigenous land owners, affected 
communities, governments, regulators, international, regional and local NGOs, 
investors, the science and finance communities and our managers and employees all 
have interests and concerns to which we must respond, (...), and develop programmes 
and actions that the parties involved agree will provide value.” (Rio Tinto, 2008: 5) 
While the intent to join together the interests of both indigenous people and investors seem 
somewhat well-meaning, keeping in mind the above stated damage that has been done to both 
indigenous communities and the environment in Madagascar, the gap between these interests 
seem hard to close. The preceding examples and results of QMM’s influence on the 
environment identify the many levels on which the current Madagascan governance structure 
tends to have substantial weaknesses. Several cases of extensive environmental damage, were 
thereby arguably allowed due to significant corporate pandering at the hands of the 
Madagascan government, motivated by a large economic stake in providing a positive 
outlook for future investors in the Madagascan mining industry. As such, Madagascar’s 
significant stake in the success of the QMM venture contributed to the process of unequal 
ecological exchange.  
6.5 Chapter conclusion 
In conclusion, it is first of all clear that the Madagascan government is aware of the overall 
adverse challenges facing the environment and biodiversity, and that a framework has been 
put into place in order to mitigate these challenges. However, considering the general 
substandard quality of governance and high levels of corruption, that has been shown through 
the analysis, it is questionable if the Madagascan government is able to properly enforce the 
regulation of Madagascar’s mining industry.  
Furthermore, research from Panos London (Jayne Clifton, 2007) and Friends of the Earth 
(2012), undoubtedly shows that the mining project in Madagascar is damaging both social 
and environmental factors, and that the Madagascan government has problems concerning 
their transparency and communication with stakeholders. The issues of deforestation and 
biodiversity loss have in general been affecting Madagascar long before the liberalization 
initiatives. This is to say, that no matter the approach upon entering Madagascar with the 
objective of extracting, there will always be a need for extensive precautionary measures. 
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Madagascar’s mining industry is still in its early stages, with the first large-scale mining 
project reaching full operational status in 2009. As such, a quantitative examination of the 
effects of mining on the environment has not been possible, as the data simply has not been 
collected yet. On one hand, it is clear that Rio Tinto has shown a notable level of 
commitment in preserving and rebuilding the affected environment. However, these 
initiatives have proved insufficient in addressing the environmental degradation forecasted in 
the initial reports. Looking at Rio Tinto’s environmental impacts, it can be concluded that 
there exists a degree of unequal ecological exchange, arguably owing to corporate pandering 
in Madagascar’s mining industry. 
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Chapter 7- Discussion 
 
What has become apparent through our project, is that the World-systems theory has arguably 
been successful in providing an interdisciplinary approach, that has allowed us to bridge the 
gap between political science and economy, in providing an approach that allows for unifying 
the economic and political relations between the core and periphery countries.  
The liberalization of countries with as fragile and biodiverse an environment as Madagascar’s 
inherently leads back to a discussion of economic liberalization versus environmental 
vulnerability, considering the inherent environmentally damaging nature of the extractive 
industries (Oxfam, 2003). The World Bank Group has arguably swayed Madagascar to be in 
favour of a drastic liberalization of the mining industry, by framing the liberalization of the 
mining industry as a ‘blanket-solution’ to the negative economic trends that have historically 
plagued Madagascar (World Bank 1998; Sarrasin, 2009). An apparent consideration with 
relation to the liberalization of environmentally damaging industries, and the accompanying 
environmental degradation, is thereby on whom the responsibility lies to ensure that 
sustainable development includes the sustainability of the environment. 
In the context of transnational corporations operating in countries with weak public sectors, a 
significant emphasis has been placed upon the concept of “corporate social responsibility”. 
Here, corporations take on the role of ‘good corporate citizens’, by taking upon themselves 
the task of improving the environment in which they operate (European Commission, 2011). 
In the case of Madagascar, this consideration is similarly raised, as seen with QMM’s efforts 
in biodiversity offsetting (Rio Tinto, 2008). What can be discussed is the efficiency of 
corporate social responsibility. One can easily infer a rational behaviourist perspective, and 
argue that in the case of environmental degradation, the responsibility ultimately lies with the 
governing institutions, as corporations are fundamentally tasked with creating profits for their 
stakeholders (Friedman, 1970). Thereby the role of international institutions in ensuring that 
good governance has been achieved prior to liberalization can be questioned, so as to avoid 
environmental exploitation, be it at the hands of corporations or the government itself. The 
negative trends detected following the Madagascan liberalization also brings to light the 
problematic nature of the World Bank’s liberalization initiatives in the developing world at 
large. It can be discussed whether or not introducing arguably aggressive liberalization 
initiatives in countries with unstable governments and fragile environments, can be 
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considered responsible conduct for an institution whose stated mission is a world free of 
poverty (World Bank, 2013).  
Using an aggressive liberalization process as a means to eradicate poverty has shown itself to 
be more in favor of foreign stakeholders, or core countries at large, and has not been effective 
in reaching their stated goal of the aforementioned mission of alleviating poverty (Oxfam, 
2003), nor has it been in favor of Madagascar’s environment (Friends of the Earth, 2012; 
Seagle, 2012). This was made apparent when the failure of the sustained development course 
of action, which called for a comprehensive reparation of the public sector (World Bank, 
1998), did not deter the World Bank in their recommending a continued foreign-investment 
led liberalization of the Madagascan mining industry (Sarrasin, 2009; Friends of the Earth, 
2012; EITI, 2015). 
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Chapter 8- Conclusion: 
In conclusion with regards to the economical developments, by enacting remarkably low 
taxes on mining operations, the Madagascan government successfully attracted large-scale 
foreign direct investments. While the liberalization initiatives did translate into a significant 
growth in FDI and accompanying GDP growth, these positive economic trends were not 
translated into poverty alleviation, as suggested by the World Bank Group. Arguably this 
failure to alleviate poverty was caused by poor governance and political instability, as seen in 
the negative trends following the regime changes in 2002 and 2009. What furthermore seems 
apparent, is that the liberalization reproduced a World-system, in which Madagascar stayed 
dependent on foreign assistance while their position as a periphery society was reinforced.  
The environment and biodiversity of Madagascar has similarly been a prime concern with 
regards to the liberalization of Madagascar’s mining industry, a concern that was reflected in 
the comprehensive legal framework tasked with regulating the environmental conduct of the 
mining industry. However, poor governance and conflicting interests for the Madagascan 
government in regards to their involvement in the QMM min proved detrimental to the 
integrity of the regulatory process. While measures were taken by Rio Tinto to mitigate 
biodiversity loss, the effectiveness of the framework for doing so have been questionable, 
owing to widespread environmental degradation and internal displacement of locals, as 
proposed by the theory of unequal ecological exchange.  
To summarize, the liberalization of Madagascar’s mining industry arguably succeeded in 
initially promoting economic growth while proposing a comprehensive regulatory framework 
for the protection of the environment. However, the continued issues of poor governance and 
political instability meant that the liberalization reproduced the system proposed in the world-
systems theory, in which Madagascar, as a periphery country, suffers from unequal exchange 
favouring the core-societies. As such, the liberalization of the mining industry on one hand 
contributed to the overall issue of environmental degradation while on the other failed to 
redistribute the newly formed capital in favour of poverty alleviation. 
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